Abstract: Th e allocation formula for the distribution of the Common Consolidated Corporate Tax Base (CCCTB) should be based on three macroeconomics factors which are considered to have the largest impact on profi tability. Th e paper researches the ability of the allocation formula factors to explain variability in profi t/loss generation of single enterprises from the perspective of the Czech Republic with the special focus on the explanation power of the allocation formula on profi t/ loss generation of companies operating in the agriculture sector (NACE A). Th e analysis is based on the comparison of the coeffi cients of determination as an indicator of the explained variability of the proposed simple as well as the multiple regression models. Th e paper concludes that proportion of explained profi tability by the formula factors as are defi ned by the Draft Directive on a Common Consolidated Corporate Tax Base can diff er by more than 30% with regard to the sector of economic activity classifi ed by the NACE, whereas in the individual subsectors of the agriculture the diff erence may amount to 40%.
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The Common Consolidated Corporate Tax Base (CCCTB) as a tool for the harmonization of direct taxation, namely for the harmonization of the corporate income tax, draws its origin from 2001, when the European Council, the European Parliament and the Economic and Social Commission initiated the debate on the Single Internal Market without tax obstacles and when the strategy for providing companies with a Consolidated Corporate Tax Base for the EU-wide activities was issued (Trandafir 2011) .
The Working Group (WG) for the CCCTB of the European Commission, settled in 2004, suggested more than sixty proposals for the definition of the consolidated tax base and its mechanism till the final publishing of the CCCTB Draft Directive on 16 March 2011.
Therefore, for the first time in the history, the businesses in the Central and Eastern European Countries should have the opportunity to increase their competitiveness on the global market through the possibility of applying the unified rules for the tax base construction. Moreover, through the CCCTB system, the businesses fulfilling the required conditions might have access to the group taxation schemes, which are not provided by their national taxation systems. The CCCTB system will introduce autonomous rules for computing the tax base of companies, but it shall not influence the national rules on financial accounting of the EU Member States. The European Commission also emphasized that the harmonization of the corporate tax system based on the CCCTB will not introduce the harmonization of tax rates According to the CCCTB Draft Directive, the system will be addressed to a group of companies operating on the territory of the EU with a high degree of economic dependence which also fulfil the criterion of ownership with a threshold set at > 75% capital, control, where > 50% of the voting rights are required and the > 75% rights giving the entitlement to profit. Initially, the European Commission suggested the doi: 10.17221/222/2015-AGRICECON voluntary scheme for the CCCTB where every group of companies should be able to decide about its participation in the system. This was rejected by the voting of the European Parliament on 19. 4. 2012, based on which the CCCTB should became mandatory after a transition period. The CCCTB would be firstly applicable for a cross-border operating group of companies and after the first five years, it would be employed by all companies with the exception of small and medium size enterprises (these could opt in if they wish) (Loyens & Loeff 2012) . The part of the CCCTB system also represents the mechanism for the sharing of the group tax base. After several discussions, the European Commission decided for the allocation formula with three equally weighted factors.
The main aim of this paper is to evaluate whether the proposed allocation formula factors can be considered as the main indicators of profitability and whether their inclusion in the allocation formula is justifiable.
The paper researches the ability of the allocation formula factors to explain variability in the profit/ loss generation of enterprises from the perspective of the Central and Eastern European countries (i.e. the countries which underwent the economic transition). The empirical analysis is based on the company data from the Czech Republic with a special focus on the explanation power of the allocation formula on profit/ loss generation of the companies operating in the agriculture sector, where the results are compared with different sectors of economic activity classified by the NACE classification of the European industrial activity 1 . This approach follows the methodology of Hines (2008) , which states that for the estimation of the extent in which formula apportionment factors are able to explain the profitability of a company, it is better to consider the data of companies located in a single country and thus to achieve a better comparability and quality of the obtained results.
Th e paper is aimed at the agricultural sector since the agriculture area represents more than half of the territory of the Czech Republic, while its contribution to the Gross Domestic Product (GDP) amounts approximately to 2%. Th e specifi c problems of agricultural enterprises has also been researched by Nerudová and David (2008) or David and Nerudová (2008) .
The fact that the income from agriculture is inter alia influenced by the extent of the land area owned by the respective enterprise may have a considerable effect on the distribution of the CCCTB under the tax sharing mechanisms, where the volume of the tangible fixed assets constitutes one of three distributive factors. Moreover, the immobility of the tangible fixed assets factor, mainly represented by the land in the agricultural sector, may play a significant role against the possible profit shifting the avoidance of which is considered as one of the main objectives of the implementation of the CCCTB system in the European Union.
Further, the paper addresses the assessment of the proposed special definition of the formula factors and their allocation for certain type of economic sectors as proposed by the Arts. 98-101 of the CCCTB Draft Directive.
THEORETICAL OVERVIEW
The theoretical literature on the CCCTB system can be categorized to the papers trying to quantify the impact of the introduction of the CCCTB system on the volume of the tax revenues of EU Member States (Fuest et al. 2007; Loretz 2007, 2008; Bettendorf et al. 2009 , Cline et al. 2010 Van der Horst 2007) . The analysis of the impact of the CCCTB system implementation in the conditions of the Czech Republic has been researched by Nerudová et al. (2015) .
As another group, there can be considered papers evaluating the main pros and cons of the provisions in the proposed CCCTB system (McLure 2007; Oestreicher and Spengel 2007; Mintz 2007; Barry 2008 or Gördör 2011 . Finally, there are also papers considering the comparison with papers focusing on the evaluation of the corporate tax system of the United States, where the formula apportionment for the distribution of the federal corporate income tax among the individual states was introduced already in 1930 (Shackelford and Slemrod 1998; Mintz and Smart 2004; Wiener 2005 or Devine et al. 2007 ).
At present, some researchers are focusing on the evaluation of the allocation formula for the distribution of the common consolidate corporate tax base as is designed by Art 86 of the CCCTB Draft Directive (Runkel and Schejelderup 2007; Hines 2008; McLure 2008; Roggeman et al. 2011; Cobham and Loretz 2014) .
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The proposed formula apportionment on the CCCTB (stated by Art 86 of the CCCTB Draft Directive) is based on three macroeconomic factors: labour, sales and tangible fixed assets. The sales factor reflects the demand side, while the labour and the property factor reflect the supply side (Petutschnig 2010). According to Fuest (2008) , the basic idea underlying the sharing mechanism for the tax base is that companies should pay taxes in the proportion to their economic presence in a country, which is measured by the presence of employees, assets and sales. Fuest (2008) also argued, that the differences in tax rates will give rise to other distortion caused by the formula factors. For example, in the situation where every EU Member State can apply for its own tax rate, the incorporation of payroll costs in the allocation formula will affect employment between the EU Member States. This was proved by Martini et al. (2014) , who consider a principal agent model of the LEN-type 2 with agents in two different jurisdiction and the allocation formula with the payroll as the only formula factor. They concluded that the employment is shifted to the low tax jurisdiction and the extension of the shifting activities intensifies with the rising tax rate differential. Further, the negative impact of differences in the tax rates was analysed by Büttner et al. (2011) ; they showed that the scope of the tax rates differences has an impact on the tax base consolidation of a group of companies. Their results suggest that an increase in the variation of tax rates within a group of companies for the purpose of the calculation of the CCCTB by one standard deviation lowers the rate of growth of the number of the consolidated affiliates almost by 20%. Eichfelder et al. (2014) analysed how the German multi-jurisdictional entities react to the local tax rates changes in a payroll apportionment formula. The German payroll apportionment formula is used for the distribution of the business tax base of multi-jurisdictional entities, where the tax base is apportioned to the municipalities according to the establishment's payroll share with the maximum limit up to 50 000 EUR. They proved that the companies shift away the payroll from the local establishment to the opposite establishment if local tax rate rises. An increase in local tax rate has a negative impact on the payroll share of the local establishment as well as on its sales and investment share.
The sales factor in the allocation formula for the CCCTB comprises the value added tax-free revenues from sales of goods and services after the sales discounts and warranty claims. The sales will be attributed to the EU Member State based on the destination principle, i.e. to that state where the dispatch or transport of the goods ends or where the services are carried out. The destination principle is argued to be more preferable because it is less mobile than the location of assets and employees.
The composition of the payroll factor is made as a combination of the total amount of the labour compensation, which includes the cost of salaries, wages, bonuses and all other employee compensation; and the number of employees, whose definition shall be determined by the national law of the EU Member State where the employment is exercised. The assets factor will include only the tangible fixed assets, i.e. the property, permanent plants and equipment, at their tax written down value, and it will be attributed to the entity which uses the assets. Leased assets will be also included in the assets factor either of the lessor or the lessee, whereas all intangible and financial assets will be excluded.
The composition of the allocation formula from three factors (payrolls, assets and sales) is viewed as a reasonable approximation of the share of the company output in the state total (sales factor) and the production activity in the state total (assets and payroll factors) whereas the profit is a function of both supply and demand.
Since the CCCTB Draft Directive does not provide one harmonized definition of "employee", the EU Member States can choose between the narrow definition of "employee", i.e. a full-time permanent worker in one Member State, or to choose rather its boarder definition which includes the part-time contracts, the leased workforce of certain self-employed contractors in the other Member States. Eberhartinger and Petutschnig (2014) applied the game theory approach to analyse which kind of the definition of "employee" will be more beneficial for the respective Member State. Their paper shows that in the situation of the existing tax rate differences, the only rational strategy of the respective Member State is to define "employee" broadly, which allows to maximize the volume of the allocated share of the taxable income. 3 . Their results indicate that the best performing formula is the three factor formula including sales, tangible assets and labour costs, which are able to significantly explain 28% of the variation in profit between the companies. Moreover, they conclude that the demand factor -sales -is the dominant factor in explaining the profit and costs of employees are the most accurate labour factor. Their results are in line with the study of Henszey and Koot (1983) who investigate the historical Pennsylvanian equally-weighted three factor formula. They conclude that the formula actually reflects how the business income of multinationals groups is generated. These results are contrary to the more recent study of Hrena and Silhan (1986) , which show that the payroll factor distorts the allocation of income and that the property and sales formula should be preferred. Hines (2008) suggested that an equally weighted three factor formula (sales, assets and labour) may be a reasonable predictor of market capitalization. He also concluded that the labour cost factors does a very poor job in predicting of income, which may not be surprising given to the fact that labour expenses are deductible in calculating of the taxable income.
DATA AND METHODOLOGY
As was already mentioned above, the paper follows the methodological approach of Hines (2008) , who concludes that for the estimation of the extent on which the formula apportionment factors are able to explain the profitability of a company, it is better to consider the data of companies located in a single country and thus to achieve better comparability and quality of the obtained results.
The research is mainly focused on the evaluation of the explanatory power of the allocation formula factors with regard to the sector of economic activity classified by the NACE codes with a special focus on the agriculture sector. Further, the aim of the paper is to justify the legitimacy of the proposed special definition of factors in the formula for specific types of industries as are designed by Art 98-101 of the CCCTB Draft Directive. The paper verifies whether the allocation formula with three equally-weighted factors (labour, assets and sales factors) defined by the Art. 86 of the CCCTB Draft Directive is able to significantly explain the variability in the profitability of companies operating in these types of industry sectors. Moreover, the paper tries to highlight that the proportion of explained variability in profitability (based on three equally-weighted formula factors) can differ with respect to the industry sector (or subsectors in case of the agriculture) in which the particular company operates.
The structure of the allocation formula for sharing the CCCTB is stated in Art. 86 of the CCCTB Draft Directive as in the Equation 1, where the share of a member of group of company on the common consolidated tax base is calculated based on its proportion in the total volume of sales, assets and payroll costs in combination with the number of employees.
The firm-level data of active independent (i.e. unconsolidated) companies registered in the Czech Republic with the published value of profit/loss for taxable year 2012 from the Amadeus database 4 were used for the research. The data which refers to the taxable year 2012 were used. The gained data set before a further adjustment consisted of 111 295 independent enterprises. The following data were collected: tangible fixed assets (TFA), operating turnover (OPT), number of employees (NoE), payroll costs (CoE) and profit/loss before taxes (PL). As a proxy for the sales formula factor where served the operating turnover, which is defined as the total output of economic activity carried out over a certain period. It is usually measured by the total revenues on the sales of goods, products and services under the ordinary business activity reduced by the warranty claims and rebates. All the companies with missing information about the sector of economic activity classified by the NACE codes or with the missing value th percentile were excluded from the sample. The sample covers variables for 65 376 companies. Table 1 presents the structure of the analysed sample with regard to the number of available observations for a single NACE sector.
From the Table 1 , it is visible that there are no observation for the NACE sector T and U and there are only 7 observation for the NACE sectors O; with regard to the low volume or missing observations these NACE sectors were excluded from the further research. With regard to the particular objective of the paper, the data for the NACE sector A (Agriculture, forestry and fishing) were further divided into subsectors based on first two digits specification, the number of observations in each subsector is specified in the following Table 2 .
The Table 3 presents descriptive statistics of all variables in 2012. The observed variables are correlated in a positive and significant way at 5 % significance level. For details, see correlation matrix in Appendix 1. Table 4 shows descriptive statistics of all variables for the companies operating in the agriculture sector. The variables are positively and statistically significantly correlated at the significance level of 5%. The correlation matrix for more details is stated in Appendix 2.
The methodology of the research is based on the evaluation of the adjusted coefficients of the determination of various regression models analysed by the Ordinary Least Squares method (OLS). A simple regression model with one dependent and one independent variable and also a multiple regression model with more than one independent variable were applied in the research. The parameters of the proposed regression models were determined by the unrestricted regression as well as by the restricted regression where the equal weight of parameters is considered. The positive linear links between the dependent and the independent variables in the proposed regression models were considered.
The proposed regression models were as follows:
....
where PL n considers the profit/loss before taxes as the dependent variable which is explained with a different number of independent variables and their combinations, i.e. the payroll costs (CoE), the volume of tangible fixed assets (TFA) and the operating turnover (OPT) or number of employees (NoE)
As was already mentioned above, both unrestricted and restricted regression, where the equal weight of independent variables is considered, were performed during the research.
RESULTS AND DISCUSSION
The main aim of the paper was to analyse the explanatory power of the proposed formula factors on the generation of profit/loss with regard to the sector of economic activity based on the NACE classification and to justify the needs for a special definition of the formula factors for the special type of industries as are defined in the CCCTB Draft Directive. Further, the paper is focusing on the analysis of the explanatory power of the proposed formula factor on the generation of profit/loss in the agriculture sectors, which may be characterized by the low immobility of the performed business, since it is mainly based on the extent of the land area for animal breeding or crop cultivation. However, the low mobility of the tangible fixed assets factor may have a significant effect on the distributed share of the tax base under the CCCTB tax sharing mechanism.
The analysis was based on the research of variety of regression models with one or more independent variables. The parameters of the proposed regression models were estimated via the Ordinary Least Squares method (OLS). We assumed positive linear links between the independent variables and the dependent variable. As a dependent variable (response variable) the profit/loss before taxes (PL) was considered and as the independent variables those which are involved in the allocation formula for distribution of the CCCTB, i.e. the volume of tangible fixed assets (TFA), the payroll cost (CoE), the number of employees (NoE), the volume of sales, respectively the operating turnover (OPT). The variety of regression models with a different number of independent variables were proposed with the aim to prove whether any other combination of the formula factors would not be able to explain a higher proportion of variability in the generation of profit/loss. The model with two independent variables (i.e. with CoE and OPT) was also applied during the research. This model in fact reflects the structure of the Canadian allocation formula for the distribution of the tax base of the multi-jurisdiction enterprises operating on the territory of more than one Canadian province.
Further, the regression model with three independent variables (i.e. CoE, OPT and TFA) provides the evidence of the explanatory power of the Massachusetts formula, i.e. the formula which is commonly used for the distribution of the federal corporate income tax base in the United States since 1930.
The comparison of the explanatory power of the analysed regression models was based on the values of the coefficient of determination -the obtained rate indicates what proportion of variability in percentage are chosen independent variables able to explain. Since the values of the unadjusted coefficients of determination might be distorted by a different number of independent variables, the analysis is based on the indicator of the adjusted coefficient of determination, which is able to eliminate this distortion.
All values of the adjusted coefficients of determination were analysed by the statistical significance test for the coefficient of determination with the critical value for F-distribution. The obtained results are presented in Table 5 and Table 6 . All proposed regression models were also tested by the F-test, which tests the statistical significance of the regression model and shows if the variables in the model are properly chosen. The results of F-test test are also presented in the below Tables 5 and 6. The unlisted F in the tables indicates that the proposed model is statistically significant at the 1% significance level. The FN in the tables indicates that the model in not statistically significant at the 10% significance level. Further, the F5 in the tables expresses that the model is statistically significant at the 5% significance level. The highlighted figure for each NACE sector in tables suggests the model with the highest proportion of variability in generating of profit/loss. Table 5 shows the results of the explanation power of the proposed apportionment factors on the profit/ loss generation for the unrestricted regression models, while the Table 6 provides the results of analysis for the restricted regression models, where the equal-weight of parameters was considered. The first part of Table 5 shows the results for the regression models with the individual independent variable. In the second part, there are the results of the arranged models in which the individual variables are combined. The lower part of the Table 5 shows the results of the regression with three, respectively four independent variables. The results reported for the restricted regression in the Table 6 are similar with the exception that the regression models with one variable are not eligible for the constrained regression.
It is obvious from the Tables 5 and 6 that the volume of the explained variability by both unrestricted and restricted regression models differs in each sectors of economic activity defined by the NACE sectors. It is also necessary to mention that as the relevant results, there are considered only those with the statistically significant value of the coefficient of determination at any of envisaged significance level.
Based on the results for the unrestricted regression models, it can be observed that the proportion of the explained variability for the whole sample is almost 35% in the model with four independent variables as the formula factors, i.e. by the operating turnover, the tangible fixed assets, the number of employees and the payroll costs, which are actually these variables which are incorporated in the allocation formula for the CCCTB system.
The same result was obtained also for the subsample of companies operating in 13 out of 18 considered NACE sectors. Based on a deeper analysis, we can conclude that the values of the adjusted coefficient of determination of the subsamples classified by the NACE codes can differ almost by 27% in comparison with the result for the sample containing all data. Moreover, throughout the individual NACE sectors the difference in the proportion in explained variability can reach up to 34%. A low volume, in the actual doi: 10.17221/222/2015-AGRICECON amount of 13.27%, of the explained but statistically significant variability was obtained for the NACE sector I -accommodation and food services activities, in the case of the model with four independent variables. This can be explained by the fact that provision of accommodation and food services is very often operated in the rented spaces and therefore the volume of the tangible fixed asset does not play such an important role. If we shift this assumption to the cross-border level, the most common cross-border operating units are the fast-food chains. Even if their performance in different countries is often based on the franchising system, (which considers a legal and financial autonomy, on the other hand, it assumes that the franchiser provide the franchisee with all facilities, brand and technology), the most common way how to spread this type of business in another country is to set a subsidiary there.
With regard to the particular objective of the paper to analyse the explanatory power of the proposed formula factors in the agriculture sector (the NACE sector A), it can be observed that the highest proportion of variability is explained by the regression model employing four independent variables Table 5 . Analysis of the explanation power of the proposed apportionment factors on the profit/loss generation based on the adjusted coefficients of determination, dependent variable Profit/loss before taxes Further, in three NACE sectors (B, J, N) is the highest proportion of the variability explained by the regression model with three variables, i.e. the payroll costs, the operating turnover and the volume of tangible fixed assets, which represent these variables which are included into the US Massachusetts allocation formula. It was assumed that these results will be obtained for the subsamples of companies in more than three NACE sectors, since based on the analysis of the number of employees, it seems that these information provided in the Amadeus database for Czech companies are recorded with regard to the size of company.
None of considered regression models explained the highest proportion of variability by two independent variables which are incorporated in the Canadian allocation formula based on the results for the unrestricted regression.
The results implied for the subsample of companies operating in the NACE sector -K, i.e. Financial and Insurance Activities, are statistically significant but the proportion of the explained variability by the allocation formula factors reach up to 10.70%. Based on this result, we can conclude that the formula factors as are designed in the Art. 86 of the CCCTB Draft Directiv, are able to explain the significant proportion of variability in the generation of profit/loss, however, the portion of the explained variability for the companies operating in this sector of economic activity is very low and, therefore, the different approach for the definition of formula factors is justifiable. With regard to the special provision of the CCCTB Draft Directive for the Oil and Gas extractors and producers (stated in Art. 100) it is necessary to mention that these provisions govern only the allocation rules of the sales formula factor, therefore, the formula factors variables are able to explain the satisfactory proportion of profitability, as is also obvious from research in the paper.
Further, the proportion of the explained variability is statistically significant but very low in the actual amount of 15.64% for NACE sector P -Education; which includes education at any level of for any profession. Based on the results we suggest considering the special definition of formula factors also for this sector. Low volumes, however, the highest at level of 18.55%, resp. 0.08%, of the explained variability for all proposed regression models are also obtained for the NACE sector L and S (L -Real Estate Activities, S -Other Services, which are defined as the activities of membership organisations, the repair of computers and personal and household goods and a variety of personal service activities not covered elsewhere in the classification). It is quite questionable, whether for these kind of activities, the tangible fixed assets factor is important, since the revenues from these activities mainly rely on the quality of the provided services and, therefore, on the quality of employees who are costly.
The Table 6 provides the results of the analysis of the explanatory power of the formula factors on generating profit/loss with regard to the NACE sector in which the company operates based on the restricted regression model. The restricted regression models assume that the weight of parameters is equal, therefore, the results of the analysis of the explanation power on the profitability of equally-weighted factors are more relevant for the restricted regression.
The results show that in the sample of the analysed companies in all NACE sectors, there is the highest proportion of profitability explained by the regression models with four independent variables which are incorporated in the allocation formula for the CCCTB system, but the proportion of the explained variability is by 2.35% lower in comparison with the unrestricted regression model. The same result was reached in the case of the subsamples of companies operating in the NACE sector D, E, J, K, M, and N, as well as in the agriculture sector indicated by the NACE code A. With regard to the results of the detailed analysis of the agriculture subsectors based on the restricted regression models, it may be concluded that the proportion of the explained variability by those formula factors which are incorporated in the CCCTB allocation formula is lower by 21.89% for 02-Forestry and Logging subsector and by 5.69% higher for 03-Fishing and Aquaculture subsector in comparison with the proportion of explained variability for the whole agricultural sector (37.00%). For details, see Appendix 4.The highest proportion of variability for 01-Crop and Animal production, Hunting and Related Service activities is explained by the restricted regression model employing two independent variables, i.e. the volume of the operating turnover and the volume of the tangible fixed assets, while for the 03 agriculture subsector, the highest proportion variability is explained by the restricted regression model with the costs of employees and the operating turnover factor. Based on the restricted regression analysis the assumption of the importance of the tangible fixed assets factor cannot be confirmed.
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Further, regarding the analysis of the explanatory power of the allocation formula factors in different sectors of economy based on the restricted regression models, the results for the Accommodation and Food Service (NACE sector I) activities are based on the restricted regression statistically significant, but the proportion of the explained variability is very low (i.e. 7.63%). Therefore, the results suggest that a special definition of allocation factors should be considered also for those economic sectors. The results for the restricted regression show that there are now 3 different NACE sectors (C, G and H) in comparison with the results obtained for the unrestricted regression, where the highest proportion of variability in profitability is explained by the variables which are incorporated in the U.S. Massachusetts formula. Also the previous suggestion for the consideration of a special definition of formula factors for the Education Activity sector (NACE sector P) became more relevant, since the proportion of the explained variability evaluated according the value of adjusted coefficient of determination is even lower in comparison with the results for the unrestricted regression (i.e. 11.32%).
The results of the research presented in the paper are partially in the line with the results published by Roggan et al. (2012) , who states that the formula proposed by the CCCTB Draft Directive seems to be the best performing formula and it is able to explain almost 28% of the variability of generating of profit/loss. The higher proportion of the explained variability in the profit/loss generation in the paper for companies operating in all sectors of economic activity is probably result of the fact that following the Hines (2008) methodology, we employed the data of one region -the Czech Republic.
Contrary to the results of Roggeman et al. (2012) , researching only companies operating in the manufacturing and service sector, our paper covers companies operating under all NACE sectors. Moreover, the results in the paper of our research do not confirm the conclusion of their study that the formula should contain just a single labour compensation factor without its combination with number of employees. The obtained results indicate that the model with four independent variables, i.e. the number of employees (NoE), the payroll costs (CoE), the volume of sales (OPT) and the tangible fixed assets (TFA), is able to explain the highest proportion of variability in the profit generation in 13 out of 18 considered NACE sectors based on the results for the unrestricted regression models and in 7 NACE sectors based on the results for the restricted regression models. Contrary, the model with three independent variables (CoE, OPT and TFA) is able to explain the highest proportion of variability in the profit generation for companies operating only in 3 out of 18 NACE sectors for both of the unrestricted and restricted regression models.
Further, in the light of the results of study of Anand and Sansing (2000) , who concluded that the choice of the structure of the allocation formula will be mainly influenced by the dominating industry sector in a particular country, our paper concludes that the most appropriate allocation formula for the Czech Republic indicated by the results for the predominating industry sector, G -Wholesale and Retail Trade activities, would not be the allocation formula as is designed by the CCCTB Draft Directive, but indeed the Canadian allocation formula employing two allocation formula factors, i.e. the volume of sales and the labour compensation.
CONCLUSION
The paper was aimed on the research of the explanatory power of the proposed formula factors on the generation of profit/loss with regard to the sector of economic activity classified by the NACE classification and on the justification of the needs for a special definition of the formula factors for certain type of industries as are defined in the CCCTB Draft Directive. Further, the special objective of the paper was to analyse the explanatory power of the allocation formula factors in the agriculture sector and its subsectors with the hypothesis that the low mobility of the tangible fixed assets factors may play a significant role for the distribution of the tax base under the CCCTB tax sharing mechanisms. However, this assumption was not confirmed by the paper.
The research was based on estimating of a wide variety of regression models based on the Ordinary Least Squares method; based on the comparison of the volumes of adjusted coefficients of determination and on the evaluation of their statistical significance. According to the results, we can conclude that the proposed formula factors are able to explain almost 35% variability in the profitability of sample of companies operating in all NACE sectors in the territory of the Czech Republic. Further, in the case of the subsample of companies operating in a single type of the NACE sectors, this explanatory ability is doi: 10.17221/222/2015-AGRICECON higher almost by 8% (for example for manufacturing and construction activities). On the other hand, the explained proportion of variability for the subsample of companies operating in other services sector (S) is by 34% lower for the unrestricted regression model and by 32% lower for the restricted regression model.
For companies operating in 13 out of 18 NACE sectors, the highest proportion of variability in profit is explained by the unrestricted regression model with four independent variables, which are identical with those incorporated in the allocation formula for the distribution of the CCCTB. Among them, the same results were obtained for the agriculture sector and its subsector 02-Forestry and Logging. The results for the restricted regression model indicate the same result for 7 out of 18 NACE sectors.
In 3 of the total 18 NACE sectors, the highest rate of variability in the profit/loss generation is explained by the unrestricted regression model with three independent variables comprised in the US Massachusetts allocation formula. The same results were obtained for the agriculture subsector 01-Crop and Animal Production, Hunting and Related Service Activities.
The research did not confirm the conclusion of Roggeman et al. (2012) , based on which the payroll factors should contain only the payroll costs without its combination with the number of employees. According to the results of our research, the formula with three-equally weighted factors (OPT, TFA and CoE) is able to explain the highest share of variability for companies operating in 3 NACE sectors out of the total 18 NACE sectors for both of the restricted as well as the unrestricted regression models.
The results for the restricted regression model with three independent variables (OPT, TFA and NoE) show that in comparison with other models, this combination of the formula factors is not able to explain the highest share of variability in the generation of profit/loss of companies operating in neither of the considered NACE sectors. The results of the restricted regression models indicate that for 3 out of 18 NACE sectors, the profit is best explained by these two variables (OPT, CoE) which are incorporated in the Canadian allocation formula.
The results indicate that the formula factors as stated in the Art. 86 of the CCCTB Draft Directive are able to significantly explain just 10.70%, resp. 11.08%, of profit of the companies operating in Financial and Insurance activities. These results provide the justification for a special definition of the formula factors for a special type of industries, e.g. for the financial and insurance company services, as are stated by the Art. 98-99 of the CCCTB Draft Directive. The results of the research also suggest a special definition of the formula factors for companies operating in education, the real estate activities or in the accommodation and food service activities, where the share of the statistically significantly explained variability based on the unrestricted regression model reach up to 15.64%, resp. 18.55% and 13.27%. In accordance with the previously mentioned, the results for the restricted regression models show that the share of the explained variability is even lower.
Based on the results obtained for the predominating industry sector it the Czech Republic -G (wholesale and retail trade), we conclude that the formula factors, as incorporated in the allocation formula for the CCCTB system, are able to explain the highest portion of variability in the profi t/loss generating activities based on the results for the unrestricted regression model, while the results for the restricted regression model indicate that the greater share of variability is explained by the two-equally weighted factors formula, where the payroll factor comprises the demand side and the volume of sales constitutes a proxy for the supply side. 
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